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BEFORE THE
TENNESSEE REGULATORY AUTHORITY

In Re: Petition to Convene A Contested )
Case Proceeding to Establish Permanent )
Prices for Interconnection and Unbundled )
Elements )

Docket No. 97-01262

AT&T’S REPLY COMMENTS
ON REVISED BELLSOUTH COST STUDIES
Pursuant to the February 4, 2000, Order issued by the Hearing Officer in this
proceeding, AT&T Communications of the South Central States, Inc. (“AT&T") submits
the following Reply Comments on the cost studies filed by BellSouth
Telecommunications, Inc. (“BellSouth”) on December 1, 1999, and the Comments filed
by BellSouth on January 20, 2000, and January 31, 2000, in this proceeding.
First, BellSouth has made no comments whatsoever on AT&T’s and MCTI’s cost
studies filed December 1, 1999, in compliance with the TRA’s January 25, 1999,
November 3, 1999, and November 19, 1999, Orders, and BellSouth should not be
permitted to do so in its Reply Comments filed today. As set forth in the TRA’s
December 13, 1999, Order, the purpose of the January 20% filings was to provide
comments on the cost studies filed on December 1, 1999. Since BellSouth chose not to
do so, the TRA should accept BellSouth’s silence as agreement that AT&T’s and MCI’s
December 1, 1999, cost studies conform to the TRA’s orders.
As to BellSouth’s January 20" and January 31% filings, there is actually very little
of any substance to which to respond. Indeed, while BellSouth initially assures the TRA

that BellSouth “will not reiterate” its prior “questions” as to the TRA’s ordered




adjustments to BellSouth’s cost studies, the clear purpose of BellSouth’s comments is an
assault on the TRA’s January 25, 1999, and November 3, 1999, Orders. However, rather
than directly challenge the TRA’s decisions as to the cost models themselves, BellSouth

now “questions” the wisdom of the TRA’s decisions by complaining about the results of
the TRA’s decisions in terms of the output of BellSouth’s cost studies.

The TRA should see BellSouth’s comments for what they are—thinly veiled
motions for reconsideration—and reject them in their entirety. The adjustments made by
the TRA to BellSouth’s cost studies are thoroughly supported by the record in this
proceeding. In fact, the adjustments made by the TRA reflect a middle ground of the
adjustments recommended by AT&T (and other parties) and the cost studies as originally
filed by BellSouth. Indeed, the TRA had ample support in the record to adjust
BellSouth’s cost studies even further. Moreover, the TRA has already acted upon
BellSouth’s request that the TRA reconsider its decisions, and, in some cases, the TRA
granted BellSouth’s requests. The TRA should stand firm by its earlier decisions, should
delay this proceeding no more, and should proceed to establish permanent cost-based
UNE rates in Tennessee based on its prior decisions.’

Concerning what little substance there is in BellSouth’s comments, the TRA
should adjust the UNE cost studies BellSouth filed on December 1, 1999, as

recommended by AT&T and MCI in their January 20, 2000, Comments. With respect to

The stay of the FCC’s UNE deaveraging rule has been lifted. As a result, the TRA is required to
establish geographically deaveraged UNE rates by May 2, 2000. In other states which have
adopted statewide average UNE rates using BellSouth’s cost studies, AT&T and BellSouth have
been able to compromise on a method of deaveraging to allow those states to meet the FCC’s May
2" deadline. AT&T anticipates that a similar compromise could be reached for Tennessee.
However, the TRA must issue its final order establishing statewide average rates soon, so that the
parties can then begin discussions concerning deaveraging in sufficient time to meet the May 2™
deadline.




drop lengths, OSS recovery, and vertical features, BellSouth simply failed to comply with
the TRA’s January 25, 1999, and November 3, 1999, orders. Thus the “facts or logic”
underlying AT&T’s and MCI’s comments are the decisions of the TRA, plain and
simple. BellSouth should not be permitted to ignore those decisions simply because, in
its own mind, those decisions produce rates which are “too low.” The TRA should order
BellSouth to comply with the TRA’s decisions concerning drop lengths, OSS recovery,
and vertical features.

With respect to loop-switching UNE combinations, there is no dispute now, four
years after the Act was passed, that BellSouth is legally obligated to provide CLECs with
UNE combinations at cost-based rates. Moreover, there is no dispute that IDLC is
forward-looking efficient technology. This is reflected in both the TRA’s January 25,
1999, and its November 3, 1999, decisions. The TRA’s November 3, 1999, Order
specifically required BellSouth to file cost studies reflecting the provision of IDLC, not
some percentage of IDLC. (“[Clost-based rates for IDLC should be submitted as part of
the compliant cost studies. These rates should be based on the per channel costs of a
virtual loop and port being provided over IDLC.”) No provision was made in the TRA’s
order for the continued inclusion of some amount of UDLC in BellSouth’s cost studies.
The only application of the TRA’s Order that is consistent with its finding that IDLC is
forward-looking efficient technology is the use of 100% IDLC in BellSouth’s loop-
switching UNE combination cost studies.

Thus, BellSouth’s assertion that AT&T’s comments are not based on “facts or
logic” is sorely misplaced. The facts and the logic of AT&T’s comments are well-

grounded in the law and in the voluminous record of this proceeding and the actual




Orders of the TRA on this subject. Once again, BellSouth’s “alarm” that the TRA’s
Orders might produce rates which are “too low” in now way dispels the fact that those
Orders are consistent with the law and the record of this proceeding.

Additionally the “facts and logic” of AT&T’s comments are supported by orders
of the Georgia and North Carolina commissions. In its decision on revised cost studies
for loop-switching UNE combinations filed by BellSouth, the North Carolina Utilities
Commission adopted revisions to BellSouth’s cost studies providing for 100% IDLC, as
agreed to by BellSouth, based upon the recommendation of the Public Staff Order
Ruling on Comments and Reply Comments filed Regarding the Cost Studies at 7-11,
Docket No. P-100, Sub 133d, In the matter of General Proceeding to Determine
Permanent Pricing for Unbundled Network Elements (Jan. 28, 2000)(Attachment A). In
Georgia, in a proceeding devoted specifically to determining the rates for UNE
combinations, the Georgia Public Service Commission ordered BellSouth to file revised
cost studies providing for 98% IDLC. Order at 19, Docket No. 10692-U, In re: Generic
Proceeding to Establish Long-Term Pricing Policies for Unbundled Network Elements
(Feb. 1, 2000)(Attachment B). AT&T’s comments concerning IDLC are thus supported
not only by the record of this proceeding, the FCC’s rules, and the TRA’s orders, but also
by recent decisions of the North Carolina and Georgia commissions.

With respect to GR-303, the North Carolina commission declined to rule on the
issue, based on its conclusion that the record did not contain adequate evidence to render
adecision. Attachment A at 11. That is certainly not the case here, however, in which the
issue of GR-303 was specifically addressed by Mr. Carter in his testimony. Indeed, not

only is Mr. Carter’s testimony concerning GR-303 uncontroverted in the record of this




proceeding, it is supported by BellSouth’s own Loop Deployment Directives, which are
also a part of the record in this proceeding. There is ample record in this proceeding to
support AT&T’s recommendation that BellSouth’s loop-switching UNE combination
cost studies should be revised to incorporate 100% GR-303 IDLC.

The Georgia Public Service Commission ordered BellSouth to revise its loop-
switching UNE combination cost studies to reflect 20% GR-303 IDLC and 80% TR-008
IDLC, based on BellSouth deployment trends of GR-303 in its network. Attachment B at
19. However, as AT&T and MCI discussed in their January 20, 2000, Comments, the
FCC’s pricing rules specifically prohibit establishing prices using cost studies “based on
existing network design and technology that are currently in operation,” First Report
and Order 9§ 684, and on “historical . . . system configurations, and operating
procedures.” First Report and Order § 632. The FCC’s pricing rules require that cost
studies reflect the costs “a carrier would incur in the Juture.” First Report and Order
1683, based on “the most efficient technology available.” First Report and Order 9 690.

Based on the record of this proceeding, BellSouth is required under the FCC’s
TELRIC pricing rules to use 100% GR-303 IDLC in its loop-switching UNE
combination cost studies.? Consistent with AT&T’s and MCI’s January 20, 2000,
Comments, the TRA should modify BellSouth’s proposed recurring loop-switching UNE

combination prices to reflect the proper assumption that all (100%) DLC loops are served

BellSouth’s assertion that AT&T’s and MCI’s Comments should have been the subject of a
motion for reconsideration is incorrect. The TRA’s Orders are clear. AT&T and MCI could not
have known that BellSouth did not intend to comply with them until after BellSouth submitted its
revised cost studies. Thus, it was entirely appropriate for AT&T and MCI to discuss in their
comments concerning revised cost studies BellSouth’s failure to comply with the TRA’s Orders.




by IDLC, and that all such IDLC is GR-303.3

The remainder of BellSouth’s comments boil down to a complaint that adoption
of its cost studies would result in UNE prices that are “too low.” There simply is no basis
for this assertion, however, and the TRA should refuse to sanction BellSouth’s continued
efforts to thwart the promotion of robust competition in Tennessee. The fact that the
outputs of BellSouth’s cost studies are now lower than the outputs of the Hatfield Model
proves nothing more than the fact that the two models are based on different principles
and operate differently. It does not, in any way, demonstrate that the TRA has somehow
erred in its adjustments to BellSouth’s cost studies.

Similarly, the fact that the outputs of BellSouth’s cost studies are now lower than
the FCC’s proxies for Tennessee proves nothing. The FCC made clear that its proxies
were “price ceilings” for UNE rates, and that state commissions should “revise those
prices on a going-forward basis™ consistent with the TELRIC pricing principles
established by the FCC. 61 Fed. Reg. 169 at 45557 1536 (Aug. 29, 1996), see also § 538
(“The proxies that we establish represent the price ceiling or price ranges for the
particular element on an averaged basis.”). The purpose of the FCC’s proxies was to
lessen “regulatory burdens” and to establish UNE rates “more quickly and facilitating
competition on a reasonable and efficient basis.” Id at q537.

The FCC was very clear that its proxies were “interim only. They will apply only
until a state sets rates in arbitrations on the basis of an economic cost study, or until we

promulgate new proxies based on economic cost models.” Id at 9 541. Asto loops in

Moreover, even if the TRA does not agree with AT&T at all on this issue, there still appears to be
an error in the spreadsheets in BellSouth’s cost studies. Despite BellSouth’s claims, it appears that
BellSouth’s cost studies actually still assume 100% UDLC and 0% IDLC, in clear violation of the
TRA'’s January 25, 1999, and November 3, 1999, Orders..
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particular, the FCC proxies were only to “be used by a state commission until it is able
either to complete a cost study or to evaluate and adopt the results of a cost study or
studies submitted in the record.” Id at 9 543 (emphasis added). That is precisely what
the TRA is doing in this proceeding. The rules against which the TRA’s Orders must be
“reconciled” are the FCC’s TELRIC pricing rules, and, as long as the TRA follows the
FCC’s TELRIC pricing principles, it should not be concerned that the application of
those principles results in prices below the proxy rates established by the FCC.

There is even less credence to BellSouth’s “alarm” that the outputs of its cost
studies in Tennessee would produce the lowest rate for a two-wire loop in BellSouth’s
region. If the TRA adopts the rates produced by BellSouth’s cost studies, it should be
proud that it will have established the lowest UNE rates in BellSouth’s region. Despite
BellSouth’s feigned “alarm,” the TRA should be proud of its leadership role in fostering
robust competition. As AT&T said in 1998 in its Post-Hearing Brief, this case is all
about competition. The purpose of the federal Act, the FCC’s rules, and the 1995
Tennessee Telecommunications Act is to foster competition. Five years after the
Tennessee Act and four years after the federal Act, that competition for local customers
remains nascent. The TRA should do all it can to ensure that such competition develops
and flourishes in Tennessee. Adoption of the lowest UNE rates in BellSouth’s region
certainly would signal the TRA’s steadfast and continuing commitment to such
competition.

Moreover, adoption of the rates from BellSouth’s Tennessee cost studies as
adjusted by the TRA would not be inconsistent with the “just and reasonable” standard in

the Act. The TRA’s legal obligation under the federal Act and the FCC’s rules is to




adopt UNE prices based on the forward looking economic cost of each element, which
reflects the use of the most efficient technology available and the lowest cost network
configuration. 47 C.F.R. § 51.505. As long as the TRA can defend that its adjustments
to BellSouth’s cost studies—and thus the rates produced by those cost studies—comply
with the FCC’s TELRIC principles, the TRA can sustain its burden of proving that those

rates are just and reasonable as required by the federal Act.

CONCLUSION
The TRA should turn a deaf ear to BellSouth’s hollow protestations that the rates of its
cost studies as adjusted by the TRA are “too low.” In setting UNE rates, the TRA must
follow the FCC’s TELRIC pricing rules. If doing so produces UNE rates lower than the
UNE rates in other states, then the TRA should be proud of its leadership role in
promoting the development of competition in Tennessee. Consistent with that leadership
role, as well as the federal Act, the Tennessee Act, the FCC’s rules, and the record of this
proceeding, the TRA should either adjust the prices proposed by BellSouth or order
BellSouth to adjust its cost studies to produce prices in accordance with the TRA’s

orders, as discussed in AT&T’s and MCI’s January 20, 2000, Comments.

Respectfully submitted,

(b o o

Jim Lanfoureux

1200 Peachtree Street, N.E. Q
Atlanta, Georgia 30309

(404) 810-4196

Attorney for AT&T Communications of the
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February 18, 2000
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Attachment A

STATE OF NORTH CAROLINA
UTILITIES COMMISSION
RALEIGH
DOCKET NO. P-100, SUB 133d

BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

in the Matter of
General Proceeding to Determine ) ORDER RULING ON COMMENTS
Permanent Pricing for Unbundied ) AND REPLY COMMENTS FILED
Network Elements ) REGARDING THE COST STUDIES

BY THE COMMISSION: On August 18, 1999, the Commission Issued Its Order
Ruling on Motions for Reconsideration and Clarification and Comments
(Reconsideration Order) in this docket. Said Reconsideration Order required BellSouth
Telecommunications, Inc. (BellScuth), Caralina Telephone and Telegraph Company
(Caroiina), Central Telephone Company (Central), and GTE South, Inc. (GTE) to file
new and revised cost studies, Supporting documentation, and rates for unbundled
network elements (UNEs) and interconnection. The Reconsideration Order further
required the Public Staff, not later than 60 days from the date of the Reconsideration
Order, to either concur in the accuracy of the incumbent local exchange company
(ILEC) filings or file comments setling forth any areas of disagreement with those filings.

réequirements of the Reconsideration Order, Addtionally. on Novemnber 16, 1999, AT&T
Communications of the Southern States, Inc. (AT&T) and MClI WorldCom, Inc. (MC|
WorldCom) filed comments on the new and revised cost studies filed by BellSouth with
a carrected version of the third page of the comments filed on November 17, 1999.
Specirtically, AT&T and MCJ WorldCom outlined several concerns they have on the
loop-port combination cost studies filed by BellSouth in response to the
Reconsideration Order. Further, on November 18, 1899, comments were filed by
BluaStar Networks, Inc., Business Telecom, Inc., Covad Communioations, ICG Telecom
Group, Inc., Intermedia Communications, Inc., Interpath Communications, Inc., KMC
Telecom, Inc., and TriVergent Communications (collectively the New Entrants) with
AT&T and MCI WorldCom (AT&T, MCI WorldCom and the New Entrants are
caliectively referred to as the Joint Commenters). The Joint Commenters maintained
that the collocation cost studies filed by the ILECs on September 17, 1999, are entirely
inconsistent with the Federal Communications Commission's (FCC's) Pricing Rules and '
In turn, with the Commission Reconsideration Order.




By Order dated November 18, 1898, the Prasiding Commissioner requested that
the Public Staff, AT&T, MCI WorldCom, the New Entrants, BeliSouth, Carolina, Central,
and GTE meet as saon as possible to discuss the November 18, 1999 comments ina
good-faith effort to resolve the areas of supposed deficiencies as outlined in the
comments prior to filing replies to said comments. The Presiding Commissioner also
nated in the Order that on November 4, 1899, the Commission issued an Order
Scheduling Hearlng for the Purpose of Developing Geographically Deaveraged UNE
Rates. The procedural schedule adopted by the Commission assumed that final UNE
cost studies would be completed by December 15, 1899. Therefore, the Presiding
Commissionser adopted an expedited schedule for the filing of replies to the
November 16, 1899 comments with replies from each of the parties referenced above
by no later than Manday, December 6, 1999, The Presiding Commissioner requested
that said replies address each supposed dsficiency outlined in the Novemnber 16, 1999
comments of AT&T, MCI WorldCom, the Joint Commenters, and the Public Staff and
that each party should note in its reply any of the supposed deficiancias which ware
resolved in the informal mesting.

still discussing the Finding of Fact with BellSouth. It appears that the parties have not
reached agreement on the following Findings of Fact: Numbers 2,16, 21, 27, 28, 30,
31, and 33. The comments and reply comments on the disputed Findings of Fact are
presented below along with the Commission's resolution of these issues. Additionally,
the Public Staff has recommended that Finding of Fact No. 34 be amended and this
matter is also addressed below.,

EINDING OF FACT NO, 2

: The proposed rate additives to recover historical and/or
stranded costs are inconsistent with both e Telecommunications Act of 1986 and
current state regulatory palicy which is premised on price plan regulation.

Initial Comments

AT&T and MC| WorldCom: AT&T and MCI| WorldCom did not address this Flnding of
Fact in their initia) comments.



Joint Commenters: The Jaint Commenters stated that GTE does not appear to be in
compliance with this Finding of Fact.

Public Staff. The Public Staff did not address this Finding of Fact in its initial
comments.

Reply Comments

AT&T and MCl WorldCom: AT&T and MCI WorldCom did not address this Finding of
Fact in their reply comments.

Bell6outh: BellSouth did not address this Finding of Fact in its reply comments.

Carolina/Central: Carolina/Central did not address this Finding of Fact in thejr reply
comments.

GTE: GTE stated that its charge does not recover historical or stranded costs, rather
it is designed to recover forward-looking transitional costs incurred as a result of the -
Act. GTE further siated that the UNE Laap prices set forth in GTE's Pricing Exhibit
contain the costs of unbundling existing laops that are served by integrated pair gain -
devices. GTE stated that its proposed rates are dasigned to recover the additional cost
of unbundling associated with integrated pair gain devices on a monthly per loop basls.
GTE argued that under its Proposal, a monthly recurring, per-line rate (i.e., the
“Additional Cost of Unbundiing™ rate) was added 1o the price of all unbundled loaps.
GTE maintained that by spreading the recovery of these costs over all CLPs who order
unbundled loops, the proposed rate for each 2-wire loops is $4.11 higher than it -
otherwise would have been, GTE argued that its Proposad method of cost racovery is
preferable because its facilitates CLP entry by spreading the costs of unbundiing loops

in rural areas. GTE stated that the costs would be recevered thraugh a nonrecurring
charge, on an “as incurred” basis from the requesting CLP. GTE, however, stated that
this methad could significantly limit the incentives for local competition in rural areas.




Joint Commenters: The Joint Commenters' stated in reply comments that the FCC's
Pricing Rules prohibit a recovery of costs arising from GTE's embedded network as
suggested by GTE in its “Additional Cost of Unbundiing” rate element. The Joint
Commenters recommended that the Commission require GTE to omit its “Additional
Cost of Unbundling® rate element.

Public Staff: The Public Staff stated in its reply comments that the New Entrants had
stated in their initial comments that GTE had not complied with the requirement that
ILECs may not apply UNE rate additives in order to recover historical and/or stranded
costs. The Public Staff stated that a review of GTE's data response to the New Entrants
indicates that the cost GTE is including (the *Additional Cost of Unbundiing") is
associated with installing D4 channel banks to enable a single loop to be unbundied
from an existing Integrated Digital Loop Carrier (IDLC) facility. The Public Staff further
noted that the “Addllonal Cost of Unbundiing" charge appears to be designed to
recover the additional costs associated with unbundling these loops as atlowed by the
FCC's First Interconnection Order. The FCC'’s First Interconnection Order at Paragraph
384 states:

We find thet it is technically feasible to upbundle
IDLC-delivered loops. One way to unbundle an individual loop
from an'IDLC is to use a demultiplexer to separate the
unbundled loop(s) prior to connecting the remaining loops 1o
the switch. Commenters identify a number of other methods
for separating out individual loops from IDLC facilities,
including methods that do not require demultiplexing. Again,
the costs assodiated with these mechanisms will be recovered
from requesting carriers. :

The Public Stalf maintained that it believes that there are issues as 1o whether the
proposed “Additional Cast of Unbundling” rate complies with the FCC's requirements
in the First interconnection Order that it be based Upon total element long-run
incremental cost (TELRIC) principles and that the cost he recovered from the requesting
carrier. Further, the Public Staff pointed out that GTE's respanse to the New Entrant’s
data request is that the addition of the D4 channel banks represents the least-cost,
most-efficient means of providing unbundied loops on its existing IDLC facifities. The
Public Staff stated that it is unaware of any evidence in the record to contradict GTEs
claims. However, the Public Staff argued that GTE's proposed “Additional Cost of
Unbundling" rate would apply to ajl loops, not just those being unbundied from IDLC
facilives. The Public Staff believes that this is inappropriate and inconsistent with the

* AT&T does not join the New Entrants and MC| WorldCom In the reply
comments on this Finding of Faet.



FCC's First Interconnection Order. The Public Staff concluded that o tha extent that
GTE's study has weighted the cost of unbundling a loop from IDLC facilities over ail of
Its existing laops, the Commission should expect a substantially higher UNE rate for
loops unbundled from IDLC faclllties, but the additive GTE has proposed for all loops
would no longer be applicable.

CONCLUSIONS

Based on the comments and reply comments received on this issue, it appears
lhat. the area of contention revalves around interpretation of the FCC's First
Interconnection Order. Paragraph 384 states that an ILEC can separate out individual
loops from IDLC facilities and recover the cost from requesting carriers. GTE
apparently has interpreted ‘requesting carriers” as all carriers that request a loop from
GTE, whether unbundied from IDLC tacilitles or not. The Public Staff apparenty
believes that the FCC intended the cost 10 be recovered only from those carriers
requesting loops unbundled from IDLC facilities. The Commission believes that the
Public Staff's interpretation of the FCC's First Interconnection Order appears
reasonable since the referenced paragraph is only discussing loops that are unbundied
from IDLC facilitios; therefore, it appears reasonable that the term "requesting carriers”
refers only to those carriers requesting loops unbundled from IDLC facilities. The
Commisslon finds that GTE should refile its cost studies fo reflect recovery of the

“Additional Cost of Unbundling” only from the cost of loops unbundled from IDLC
facilites. _ )

FINDING OF FACT NO, 1§

: The ILECs' proposed shared and common cost factors,
adjusted for the effects of changes to the annual cost factors -- cost of capital, capital
structure, deprediation rates, and effective tax rates -- are reasonable and appropriate
and should be adopted. GTE's cornmon cost study should be modifled to exclude
public telephone revenues and expenses,

\nitial C

AT&T and MCI WorldCom: AT&T and-MCJ WorldCom did not address this Finding of
Fact in their initial comments.

Joint Commenters: The Joint Commenters expressed uncertainty as to whether

BeliSouth is in compliance with the Finding of Fact in their initial comments.

Public Staff: The Public Staff does not believe that GTE has complied with the
requirements of this Finding of Fact. Instead of simply removing the public telephone

5
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revenues and expenses from its common cost study, GTE appears to have performed
a new study to show a common cost factor of 15%. Simply removing the public
telephone revenues and expenses as pointed out by the Public Staff in earlier

comments does not change the 14% common cost factor as originally recommended by
GTE.

)

AT&T and MCl WorldCom: AT&T and MCI WorldCom did not address this Finding of
Fact in their reply comments.

BellSouth: BellSouth did not address this Finding of Fact in tts reply comments,

Carolina/Central: Carolina/Central did not address this Finding of Fact in their reply
comments.

GTE: GTE stated that it believes that it has complied with the requirements of this
Finding of Fact. GTE stated that the common cost factor, or fixed allocator, is a function
of the percentage of wholesale common costs to total costs. As changes are made to
TELRIC costs or the wholesale common costs, the common cost factor necessarily
changes according to GTE, Therefore, GTE stated, GTE's compliance with the
Commission's mandated changes to cost inputs resulted in a achange to the common
cost factor. GTE argued that this is an appropriate result, consistent with the cost input
changes and, therefore, should be upheld by the Commission.

Joint Commenters: The Joint Commenters did not address this Finding of Fact in their
reply comments.

Publio Staff: The Public Staff stated in its reply comments that it disagrees with GTE
as to whether the common cost factor is correct, The Public Staff stated that the
methodology used by GTE to caleulate its common cost factor relies upon the TELRIC
costs for UNEs. The Public Staff stated that the Commission’s findings in the December
10, 1998, Original Order and the August 18, 1999, Reconsideration Order jn this docket

filed by GTE in response tg the Original Order did not reflect the common cost factor
required by the Commission, Further, the Public Staff maintained, the calculation of the
commaon cost factor included public telephone revenue and expenses. The Public Staff
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recommended that GTE be required to exclude public telephone revenues and
expenses from its common cost factor calculation. The Public Staff stated hat It has
excluded these revenues and expenses and confirmed that the resulting common cost
factor is indeed 14%.

CONCLUSIONS

Based on the comments and reply comments and the previous Orders issued by
the Cammission in this proceeding, the Commission adapts the Public Staff's proposal
in this regard and finds that GTE should exclude public telephone revenues and
expenses from its common cost factor calculation. The Commission notes that the
Public Staff has asserted that it has calculated the common cost factor after excluding
public telephone revenues and expensss and confirmed that the resulting factor is 14%.

EINDINGS OF FACT NOS, 21, 31, AND 33

EINDING OF FACT NO. 21: The nonrecurring charges proposed by the ILLECs, subject
to certain modifications and adjustments, are reasonable and appropriate for recovering
their respective nonrecurting costs asscciated with providing UNEs and interconnection.
The ILECs should submit combined loop-port TELRIC-based costs studies with inputs
based on deploying Digital Loop Carrier (DLC) technology In an integrated fashion and
provide the nonracuirring charges for such loop-port combinations. Further. BellSouth
should be required to revise its nonrecurring costs such that they reflect annual cost
factors incorporating depreciation rates consistent with Finding of Fact No. 8, as
discussed herein.

: While collocation Is a legally permissible way for an ILEC
to provide a CLP access to UNEs, an ILEC may not, except upon request, physically -
separate requested network elements that tha ILECs currently combines and raquire
a CLP to collocate in order to recombine those elements, The ILECs should submit

TELRIC-based cost studies showing the cost of the various loop-port combinations that
have not been separated.

EINDING OF FACT NO. 33: The ILECs shouid not be required to comhine unbundied
elements for CLPs, but the ILECs should be prohibited, except upon request, from
separating requested network elements that they currently combine themselves. The
ILECs shauld submit combined loop-port TELRIC-based cost studies with inputs based
on deploying DLC technology in an integrated fashion.




Initial C I

AT&T and MCI WorldCom: AT&T and MClI WorldCom stated that BeliSouth has not
praperly revised its laop-part cost studies 1o reflect TELRIC. AT&T and MCI WorldCom
stated that BellSouth has not praperiy revised its loop-port cost studies to allow for the
provision of IDLC technology. AT&T and MClI WarldCom argued that BeliSouth's cost
studies assumne that some loops are served on copper, and some are served on DLC
systems. Of the DLC loops, AT&T and MC! WoridCom argued, some loops are
assumad to be on IDLC (70%) and the remaining DLC loops (30%) are assumed to be
on UDLC, Further, AT&T and MC| WorldCom argued that BellSouth assumes that all

IDLC loops are TR-008 IDLC and that none are GR-303 IDLC, AT&T and MCI

WorldComn recommended that the Commission modify BellSouth’s proposed laop-port
combinalion rates to reflect the Proper assumption that all DLC loops are served by
GR-303 IDLC. Further, AT&T and MCJ WorldCom argued that BeliSouth did not
correctly convert the nenrecurring disconnect costs for loops and ports to recurring
costs. In converting nonrecurring costs to recurring costs, BellSouth calculated a
charge per service arder, which reflects a BellSouth assumption of 1.45 loops and ports
per order. |n calculating the cost per loop and port, AT&T and MCI WorldCom asserted
that BeliSouth should have divided its cost by 1.45, in order to arrive at the proper -
amount per loop and per port. They also argued that certaln inputs to BellSouth's
nonrecurming lsop-port combination cost study are unsubstantiated. ‘Additionally, AT&T
and MCI WorldCorn maintained that BeliSauth did not Include in its cost study certain
revisions [t made 1o its cost studies in Georgia to reflect the advance of forward-looking
technology. :

Joint Commenters: The Joint Commenters did not address these Findings of Fact in
their initial comments.

Public Staff: The Public Stalf statod that excopt as noted In its initial comments
regarding Findings of Fact Nos. 7, 28, and 30, the Public Staff believes that BeliSouth,
Caralina, Central, and GTE have complied with Finding of Fact No. 21. For Findings
of Fact Nos. 31 and 33, the Public Staff stated that BellSouth filed studies reflecting
wo-wire Voice-grade loop-port and two-wire voice-grade loop/DID port combinations
and it appears that BellSouth reflected some integrated DLC technology in caleulating
the rates for the combinations. The Public Staff stated that the studies reflect a mix of
70% integrated and 30% universal DLC technology. Additionally, the Public Staff stated
that the cost study filed by Carolina/Central assumed the use of IDLC technology for all
loops served by digital loop carriers. Therefore, the Public Staff maintained that
Carolina/Central have complied with these Findings of Fact, Further, the Public Staft
stated that it does not appear that GTE's cost studies reflect 100% Integrated DLC
technploay in calculating the rates for the combinations. The Public Staff stated that
GTE instead used a type of DLC technology based upon defaults contained in its
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Integrated Cost Model (ICM) in which the expected demand determines the lype of DLC
technology.

Beply Comments

AT&T and MCl WorldCom: AT&T and MCI WorldCom stated In their reply comments
that BellSouth confirmed at the November 30, 1999 meeting, of the joops it serves an
DLC, only 70% are assumed to be on IDLC, while the remaining loops (30%) are
assumed 1o be on UDLC. AT&T and MC| WorldCom asserted that there is no serious
dispute that the least-cost, most-efficient, forward-looking technology for loops is IDLC;
even BeliSouth's intemal directives, as referenced in AT&T and MC| WorldCom's Initial
comments on this issue In response to BellSouth's cost studies, advocate IDLC eas the
forward-looking technology. AT&T and MCi WorldCom argued that UDLC provides

integrates a digital signal directly into forward-locking digital switches, AT&T and MCI
WorldCom stated that BellSouth's cost studies do not comply with the FCC's rules, or
with the Commission Orders. AT&T and MCI WorldCom recommended that the
Commission adjust RellSouth's Proposed prices to refiect 100% |DLC, Further, AT&T

that should be assumed with the use of IDLC, there is no lagitimate issue whether
GR-303 IDLC technology is forward-looking, cost-saving technology. AT&T and MCI
WorldCom stated that it is uncontroverted that GR-303 technology is currently available
and that BellSouth's own Internal guidance to its eéngineers specify GR-303 IDLC as -
forward-looking technology. AT&T and MC| WorldCom stated that BellSouth, however,
assumes that all IDLC loops are TR-008 IDLC and that none Is GR-303 IDLC. AT&T

designed for today’s digital networks. AT&T and MCI WorldCom concluded that since
GR-303 IL.Cis forward-looking and is currently avallable, BellSouth is required under
the FCC’s TELRIC pricing rules to assume its use in its cost studies. AT&T and MC| -
WorldCom calculated and provided the impact of including the proper TELRIC

technology in BellSouth's loop-port cost studies for 2-wire Voice grade loop-port
combinations,

BeilSouth: BellSouth stated in its reply comments that it believes that its cost studies
are correct and disagrees with AT&T and MCI WorldCom's claims that BellSouth has
hot properly converted the nonrecurring disconnect costs for stand-alone loops and
ports 1o recurring costs. However, BellSouth did agree with AT&T and MC| WorldCom
that this disconnect cost should have been divided by 1.45, which BeliSouth did not do.
BellSouth agreed to submit the documentation reflecting the caleulation and proposed
corrected rate elements. Further, BellSouth stated in its reply comments that AT&T and
MCI WorldCom's concerns about differences between the combination cost studies




BellSauth has filed in this procseding and cost studies filed by BeliSauth earlier in 1999
in Georgia are misguided. BellSouth argued that the studies in Georgia roflect a
different fallout rate and were “new” studies reflecting updated costs which were
required to comply with directives in the Georgia proceeding. BellSouth stated that this
Commission did not direct BellSouth to update all of the inputs 1o the study in its
compliance filings, and it would have been inappropriate for BeilSouth 1o have done so.
Additionally, BellSouth stated in its reply comments that hecause IDLC tachnolagy
results in the direct integration of a loop into the switch, it is not appropriate to include
IDLC in determining the cost of stand-alane slements. BellSouth asserted that its
studies reflect a mix of 70% IDLC and 30% universal digital loop carrier technology,
since BeliSouth deploys universal DLC in its network today and will continue to do so
for the foreseeabls future. BeliSouth further stated that although it believes that
assuming & mix of integrated and universal DLC is most consistent with the reslities of
network design, BellSouth will agrae ta modify its combination cost studies to reflect
100% IDLC as proposed by the Public Staff, However, BellSouth stated that it
disagrees with AT&T and MCI WorldCom's proposal that BellSouth's cost studies also
be adjusted to assume that all BellSouth's IDLC loops are served by GR-303. BeliSouth
stated that while GR-303 is a newer technology,-and may eventually replace TR-008
during the next ten years, assuming 100% deployment of GR-303 taday simply ignores
reality. BellSouth argued that deploying GR-303 would not make economic sense In
all circumstances, as even AT&T has acknowledged. BeliSouth further stated that
AT&T and MCI WorldCom do not identify the inputs they changed to BeliSouth's cost
model to ostensibly reflect GR-303 requirements. BeliSouth stated that the reason they
did not do so s relatively straightforward -- it is not passible to take into account
GR-303 requirements by simply changing a handful of inputs to BellSauth's cost model,
as AT&T and MCI WorldCom suggest. BellSouth argued that such a change would
require the cost models to be overhauled. BellSouth asserted that there is no reason
for the Commission to require BeliSouth to engage in such an exerclse, particularly
when assuming 100% deployment of GR-303 ignores the existing and projected
deployment of such technology, even on a going-forward basis.

Carolina/Central: Carolina/Central did not address these Findings of Fact in their reply
comments.

GTE: QTE slated that at the November 30, 1889 meeting it stated that GTE did, in fact,
use 100% integrated DLC In its cost studies and that the Public Staff agreed and that
this is no longer an issue. However, GTE stated, with regard 1o the type of IDL.C
utilized, i.e., TR-008 versus GR-303, GTE stated that it used a mix of these

technologies and that as a result of this clarification, GTE believes that this issue has
been resolived.
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Joint Commenters: The Joint Commenters did not address these Findings of Fact in
thelr reply comments.

Public Staff: For Finding of Fact No. 21, the Public Staff stated that BellSouth and GTE
have not fully complied with this Finding of Fact and that disagreements are discussed
in Findings of Fact Nos. 31 and 33, For Findings of Fact Nos. 31 and 33, the Public
Staff stated in reply comments that the remaining issue under these Findings of Fact
involves the proper mix of IDLC technology to use in the cost studies. The Public Staff
maintained that there are two protocols of IDLC technology — TR-008 and GR-303. The -
Public Staff stated that TR-008 has been available for a number of years, while GR-303
Is & falrly recent innovation. The Public Staff stated that as it understands the issue, the
basic benefit of GR-308 IDLC is that it allows for more concentration of lines than
TR-008 IDLC. The Public Staff argued that thearetically the use of GR-303 could result
In an Increase In efficlency and a lower per line cost, but in practice, it is unclear that
a reasonable fill for each GR-303 system can be attained. The Public Staff concluded
that it does not believe that there Is sufficient evidence in the record at this time for the
Commission to conciude that GR-303 IDLC is the least-cost or most-efficient technology
for use in North Carolina. The Public Staff stated that it is likely that some mix of the
two technologies would be appropriate for cast calculations. Howaever, the Public Staff
concluded that until a mare complete record is established, the Commission should not
dictate the type of IDLC technology to be used in the cost studies and that this issue -
should be reopened in the next iteration of UNE rates, after the deaveraging process -
is completed. Finally, the Public Staff stated that GTE is using 100% IDLC deployment
in Its cost studies and BellSouth has agreed to refile its studies using 100% IDLC.

CONCLUSIONS

The Commission notes that the issue of using GR-303 or TR-008 has only
recently arisen aut of commants and has not been litigated during the course of this
proceeding. Therefore, the Commission does not bslieve that there is adequate
svidence 10 make a decision in this regard. Hence, the Commission concludes that until
a more complete record is established on the apprapriate |DLC protocol to be used, the
Commission will not dictate the type of IDLC technology to be used in the cost studies.
Further, the Commission notes that it will address this issue in the next iteration of UNE
rates after the geographic deaveraging phase of the docket is complete. Additionally,
the Commisslon does not find it appropriate to require BellSouth 1o reflect cerain
revisions in its cost studies which were included in BellSouth's Georgia cost studies,
The Commission believes that the Georgla cost studies were based on a complete
record on this issue in Georgia which is not necessarily the record before the
Commission here in North Caralina. Finally, the Commission notes that it appears that

all ILECs have either previously reflected in their cost studjes or have now agreed to
reflect in their cost studies 100% |DLC.
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EINDINGS OF FACT NOS, 27, 28, AND 30
FINDING OF FACT NO, 27: The ILECs should file TELRIC-based cost studies for

physical and virtual callocation.

FINDING OF FACT NO, 28: BellSouth's proposed application fee for physical

collocation is excessive and should be reduced 1o lts current tariffed rate ot $3,850.

FINDING OF FACT NO, 30: GTE's revised collocation rates should be adopted, and

GTE is required to refile Its intrastate tariff and include the simple, moderate, and
comnplex classifications of its North Carolina offices in which collocation is offered.

The Commission rescinded Findings of Fact Nos. 28 and 30 in its
August 18, 1998 Reconsideration Order.

\nitial € |

AT&T and MCI WorldCom: AT&T and MC} WorldCom did not address these Findings
of Fact In their Initial comments. :

Joint Commenters: The Joint Commenters stated that all three ILECs used embedded
costs to derive collocation prices, and not TELRIC, Further, the Joint Commenters
stated that nelither BellSouth nor Sprint proposed rates for cageless, shared or adjacent
collocatlan as required by the FCC in fts First Interconnection Order.

Public Staff: The Public Staff did not address these Findings of Fact in fts initial -
comments.

Beply Comments

AT&T and MCI WorldCom: ATAT and MCI WorldCom did not address these Findings
of Fact in their reply comments.

BellSouth: BaliSouth stated in its reply comments that its collocation cost studies are
TELRIC-based and consistent with the FCC's pricing rules, notwithstanding the Joint -
Commenters* claims 10 the Conwary. BeliSouth maintained that its collocation cost
studies capture the forward-looking cost expected to be incurred in providing both
physical and virtual collocation, BellSouth stated that its cost studies are consistent
with the FCC's rules, which cannat be said about the Joint Commenters’ oollocation
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preparing a cost study for adjacent collocation that BeliSouth intends to submit as part
of the Commission’s generic collocation cost docket.

Carolina/Central: Carolina/Central stated in their reply comments that Carolina/Central
have not used any embedded or bock type costs in their collocation cost study.
Carolina/Central stated that although not an FCC requirement, Carolina/Central are
advocating in the Commisslan’s generic collocation docket that space used in an
incumbent's central office for administrative purposes also be made avaijlable for
collocation. Further, Carolina/Central stated that i is appropriate for the callocating
party to pay pro-rata any costs over and above the forward-looking cost of providing
conditioned central office space. Carolina/Central argued that despite the Joint
Commenters' grandiose arguments, there are no specific instances of embedded casts
or double recovery of costs in Caralina/Central's coliocation cost studies. Additionally,
Carolina/Central stated that with respect to cageless collocation, the floor space rates
faund in the “Floor Space/Roof Space/Transmitter Space" section of Carolina/Central's
collocation cost study is applicable to both cageless and caged collocation,
Carolina/Central stated that their interpretation of the FCC's rules is that caged
collocation space rate structures cannot vary between single and shared collocators,
and therefore no separate or speclal shared caged collocation rates should exist,
Further, Carolina/Central maintained that they have calculated the total DC power
service costs as a monthly rate per fuse amp. However, Carolina/Central sfated,
BellSouth has not quoted a 1otal rate because it has not stated an installation cost.
Therefore, Carolina/Central stated, the Joint Commenters are inappropriately comparing
Carolina/Central’s total- cost “apple”, to BeliSouth's partal cost “orange”.
Carolina/Central also maintained that the engineering and installation hours used in
Carolina/Central's electronic cross-connect study are unsubstantiated and actually
compare similarly to the inputs used in AT&T and MCl WorldCom's madel.
Carolina/Central recommended that the Commission transfer these final collocation
costing Issuas to the Commission's generic collocation docket so that the UNE
proceeding can be concluded expeditiously.

GTE: GTE stated that its collocation rates are TELRIC-based and meet North Carolina
C_ommis§ion and the FCC requirements. GTE stated that the elements included in the'

components of collocation necessary to satisfy the specific requested coliocation. GTE
argued that these rates are not an an Individual case basis (ICB) but rather are the
rates applied 1o the dimensions of the respective collacation arrangements.

Joint Commenters: The Joint Commenters stated in reply comments that there Is
overwhelming evidence that the ILECS’ cost studies are not TELRIC. The Joint

13




Commenters maintained that the collocation cost studies of all three ILECs assume the
use of current, embedded central office design (and Investment) and develop costs
associated with modifying that central office for purpases of accommodating
multi-carrier use. Additlonally, the Joint Commenters stated that FCC Rule 51 505(b)(1)
requires the “lowest cost network ennfiguration” and that the central office would be
designed from its inception with multiple collocation in mind to meed this requirement.
The Joint Commenters stated that none of the |LECs have incorporated these
forward-loaking assumptions Into their collocation cost studies. Further, the Joint
Commenters stated that the FCC's pricing rules prohibit ICB pricing as noted by the
Public Staff at the November 30, 1998 meeting. Therefore, the Joint Commenters urged
the Commission to reject BellSouth's space preparation ICB rates. Finally, the Joint
Commenters maintained that the FCC's Advanced Services Order requires ILECs to
make available several alternative forms of collocation including cageless, shared, and
adjacent collocation. The Joimt Commenters stated that neither BeliSouth nor
Carolina/Central's cost studies included rates for these alternative forms of collocation
and the Commission should order these companies to file these studies and rates,
Finally, the Joint Commenters recommended that a new proceeding is necessary to fully
examine new collocation cost studies and suggested that the Commission review these
studies in the ongoing collocation generic docket.

Public Staff: The Public Staft stated in its reply comments that It believes that the
ILECs’ collocation rates are based on TELRIC cost studies, and that these cost studies
generally satisty the FCC's requirements that rates be based on “torward-looking
economic cost." The Public Staff further stated that it is unaware of any ICB rates

included in the collocation studies other than the space preparation rates which
BellSouth has agreed to change.

CONCLUSIONS

The Commission notes that it first-required TELRIC-based collocation cost
studies in its August 18, 1999 Order. |t appears from the comments filed that there is
considerable debate whether the collocation cost studies filed by the ILECs in response
to the Commission's August 18, 1989 Order are indeed TELRIC-based. The
Commission believes that this Issue Is of great significance in the future development
of local competition in the State, Therelore, the Commission Is deferring the issue of
final collocation rates to its generic doaket on collocation - Docket No. P-1 00, Sub 133 -
in order to fully examine and consider the ILECs' collocation cost studies as
recommended by Carolina/Central and the .Joint Commenters. However, the
Commission concludes that the coliocation rates filed by the |LFCs on

September 17, 1999, should be used as the interim collocation rates until final rates are
established by the Commission.
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FINDING OF FACT NQ, 34
: The proposals of BeliSouth and GTE to apply the
unbundied network element rates for local switching and transport to interconnection
are reasonable and appropriate. Carolina/Central are allowed to apply their UNE rates
to interconnection for tandem switching, DS1 dedicated transport, DS3 dedicated
transport and common transport. The Commission will address the appropriateness of

the interconnection rates proposed by Carolina/Central on July 30, 1999 in a future
Order.

Initlal Comments

AT&T and MC| WorldCom: AT&T and MCI WorldCom did not address this Finding of
Fact in their Initial commaents.

Joint Commenters: The Joint Commenters did not address this Finding of Fact in their
initial comments. :

swilching, local switching, DS1 dedicated transport, DS3 dedicated transport and
common transport is also reasonable and appropriate.”

Beply Comments

AT&T and MCl WorldCom: ATAT and MCI WorldCom did not addrass this Finding of
Fact in their reply comments.

BellSauth: BellSouth did not address this Finding of Fact in its reply comments.

Carolina/Central: Carolina/Central did not address this Finding of Fact in their reply
comments.

GTE: GTE did not address this Finding of Fact in its reply comments.

16




Joint Commenters: The Joint Commenters did not address this Finding of Fact in their
reply comments.

Public Staff: The Public Staff stated in its reply comments that no party has disagreed
with its reeommendead amendment to Finding of Fact No. 34.

CONCLUSIONS

The Commission anticipated in its August 18, 1839 Order that it would address
the appropriateness of the Interconnection rates proposed by Carolina/Central on
July 30, 1989 in a future Order. Apparently, Carofine/Central requested the Public Staff
1o review the appropriateness of its interconnection rates based on its
Septernber 17, 1999 cost studies. The Public Staff based its review on the September
17, 1999 cost studies as opposed to the filing made with the Commission on
July 30, 1999, After its review, the Public Staff recommended that the Commission
revise Finding of Fact No. 34 to read, “The proposals of BeliSouth and GTE to apply the
unbundled netwark element rates for local switching and transport 1o interconnection
are reasonable and appropriate. Carolina/Central's request to apply their UNE rates
1o interconnection for tandem switching, local switching, DS1 dedicated transport, OS3
dedicated transport and common transport is also reasonable and appropriate.” No
party disagreed with the Public Staff's recommended smendment. The Commission
finds it appropriate to amend Finding of Fact No. 34 as proposed by the Public Staff.

FURTHER CONCLUSIONS

On December 16, 1899, the Public Staff filed its comments on the remaining
outstanding loop-port cost studies of BellSouth. BellSouth tiled cost studies on
November 16, 1989 reflecting monthly recurring and nonrecurring rates for 2-wire ISDN
digital grade loop with 2-wire ISDN digital line side port; 4-wire DS dighal loop with
4-wire ISDN DS1 digital trunk port; and 4-wire DS1 digital loop with 4-wire DID trunk
port combinations. The Public Staff statad in fts comments that BellSouth reflected the
same mix of 70% integrated and 30% universal DLC technology as used in the studjes

- filed on September 17, 1889. Consistent with its previous recommendation, the Public
Staff recommended that the Commission raquire BallSouth to revise its loop-port
combination cost studies filed on Novemnber 16, 1989 to reflect 100% integrated DLC
technology along with analog switch terminations for copper loops and digital switch
terminations for carrier ports, Further, the Public Staff stated that it js its understanding
that BellSouth's cost studies retlect the utilization of TR-008 type integrated DLC
technology and the Public Staff still recommends that the Commission not dictate the
type of IDLC technology to be used until & more complete record is established.
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The Commission has reviewed the Public Staff's December 16, 1999 comments
as outlined above and finds it appropriate to adopt the Public Staff's recommendations
to (1) require BellSouth to reflect 100% IDLC and (2) not dictate the type of IDLC
technolagy to be used until a more complete record is established, consistent with the
Commission's previous conclusions regarding the September 17, 1999 cost studles,

IT IS, THEREFORE, ORDERED as follows:

1. That BeliSouth, Caralina/Central, and GTE shall, not later than February
11, 2000, fils new and revised cost studies, supparting documentation, and rates for
unbundled network elements and interconnection. Said filings shall fully incorporate
and reflect the madifications, adjustments, and conclusions set forth in this Order and
all of the areas of agreement reached between the Parties. BellSouth, Carolina/Central,
and GTE shall coordinate fully with the Public Staff in order 1o ensure the accuracy of
their filings. The Public Staff shall, not later than February 28, 2000, either concur in
the accuracy of the ILEC filings or file comments setting forth any areas of disagreement
with those fiiings.

2, That the cost studies and supporting documentation shall be filed by the
ILECs in electronic form and shall, upon request, be provided to ali parties subject to

previous restrictions on disclosure of Information for which proprietary treatment has
been requested.

3. That, after approval by the Commission, the rates filed pursuant to this
Order shall be deemed permanent prices pursuant to Section 252(d) of TA96 for
purposes of replacing interim prices contained in existing interconnection agreements
and BeliSouth's SGAT.

4. That BellSouth, GTE, and Carolina/Central shall, nat later than February
28, 2000, file proposals 10 refund the difference between revenues collected for
services provided under interim prices subject to true-up and revenues that would have
been collected under the permanent prices established in this docket

ISSUED BY ORDER OF THE COMMISSION.

This the_28th _ day of January, 2000.

NORTH CAROLINA UTILITIES COMMISSION

I Geneva S. Thigpen, Chief Clerk
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In re: - Generic Proceeding to Establish Long-Term Pricing Policies For Unbundled
Network Elements . :
BY THE COMMISSION:

The Georgia Public Service Commission ("Commission*) initiated this docket to establish
long-term pricing policies for combinations of Unbundled Network Blements (UNE:s) and to cstablish
recurring and nonrecurring rates for particular combinations of UNEs. :

I. INTRODUCTION

A. Background

On December 4, 1996, the Commission issued its Order on the AT&T Petition for
Asbitcation. In that Order, the Commission set interim rates for unbundled network elements (UNEs).
The Commission stated in the AT&T Arbitration Order: *The Commission further rules that it shall
conduct a genetic proceeding to develop appropriate long-term pricing policies regarding -
recombination of uribundled capabilities.* Docket 6801-U, AT&T Asbitration Order, p. 52. '

On Decerber 6, 1996, the Commission issued a Procedural and Scheduling Order to consider -

cost-based rates in Docket 7061-U, In Re; Revi ogies, and Cost-Based

ates for- Intérconnection and pbundling of BeliSouth Tele ommunications ‘im_ggs The
Commission issued its final order in that case on Decetuber 16, 1997 setting permanent rates for
stand-elone UNESs. In its order, the Commission stated: “The Commission reaffirms jts corollary
decision ja Daocket 6801-U thal it shall conduct a generic proceeding to develop long-term pricing
policics regarding recombination of UNEs. . . . Indeed, the Commission notes that this proceeding
is not, and was not intended to be the ‘Generic Proceeding’ to develop appropriate long-term pricing
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policies regarding recombination of unbundied capabilitics that was envisioned in the Commission's
December 4, 1996 order ruling on Arbitration in docket 680]1-U.* Docket 7061-U, UNE Cost Order,
pp. 48-49.

Varioys parties have continued to show an intecest in this issue. For example, on April 10,
1998, AT&T filed a petition with this Commission to commence a generic proceeding to establish
long-term pricing policies for UNEs. See Docket 9097-U. On January 23, 1999, MCIMelro Access
Transmission Services, LLC, filed a corplaint against BellSouth to obtain DS] Loop - Transport
combinations at UNE prices. See Docket 6865-U,

On Jaquary 25, 1999, the Supreme Court issued its decision in AT&T Co tion v, lowa
Utilitics Board, 119 S.Ct. 721 (1999). This matter had come before the Supreme Court on writs of
certiorari from the decisioa of the Bighth Circuit Court of Appeals which bad vacated portions of the
Federal Communications Commission's First Report and Order issued on August 8, 1996, Among other
provisions, the Eighth Circuit had vacated FCC Rule 315(b) which prohibited ILECs from scparating
elements which are already combined. The Supreme Court reversed the Eighth Circuit on this issue,
reinstating Rule 315(b). The Supreme Court affinned the ruling of the Eighth Circuit that CLECs can
provide local service relying solely on the elements in an incumbent’s network. The Supreme Court nuled,
however, that the FCC did not adequately consider the “necessary and impair” standard in detormining
which retwork clements incumbents must provide to CLECs. As a result, the Supreme Court vacated the
FCC’s Rule 319,

On September 15, 1999, the Federal Communications Conunission (FCC) completed its
reconsideration of Rule 319, adopting its Third Report and Order and Fourth Further Notioe of Proposed
Rulemaking (Third Report and Order), Implementation of the Local Competition_Provisions of the
Telecommunications Act of 1996, CC Docket No. 96-98. The ECC's written order was released on
November 5, 1999. 1In this Third Report and Order, the FCC revised, in light of the Supreme Court's
arder, the list of the network elements that ILEC must provide on an unbundled basis and issued 2 new
Rule 319. The FCC ruled that the following clements must be upbundled: Loops, subloops, network
interface device (NID), circuit switching, interoffice transmission facilitics, signaling and call-related _
databases, and operations suppon. systems (OSS). For cirwuit switching, the FCC tuled that Incumbent
LECs must offer unbundled access to local circuit switching, except for switching used to serve business
users with four or more lines in FCC access density zone 1 (the densest aress) in the top SO Metropolitan
Statistical Areas (MSAS), provided that the incumbent LEC provides non-discriminatory, cost-based

‘access t0 the eohanced extended link  (EEL, a combinaion of an unbundled loop,
multiplexing/concentrating cquipment, and dedicated 1ransport.). The FCC ruled that, pursuant to section
51.315(b) of the FCC’s rules, incumbent LECs arc required to provide acoess to combinations of loop,
multiplexing/concentrating equipment and dedicated transport if they are cutrently combined. The FCC
did not readdress whether an incumbent LEC must combine network elements that are not already
combined in the network, because that issue is pending before the Eighth Circuit Court of Appeals. Finally,
the FCC souglt comment on the legal and policy bases for precluding requesting camrers from substituting
dcdicated transport for special access entrance facilities.
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On November 24, 1999, the FCC issued a Supplemental Order 1o its Third Report and Order.
In this Supplemental Order, the FCC modified its conclusion in paragraph 486 of the Third Report
and Order to allow incumbent LECs to constrain the use of combinations of unbundled loops and
transport network elements as a substitute for special access service. Supplemental Order, 14. IXCs
may not convert special access setvices to combinations of unbundled loops and transport netwock
clements, whether or not the IXCs self-provide entrance facilities, unless the IXC uses the
combination “to provide a significant amount of local exchange service, in addition to exchange
access service, to a pacticular customer.” Id. at § .

B. Statcment of Proceeding

On May 18, 1999, the Coromission issued its Procedural and Scheduling Order that set forth
the scope of the hearing in this matter. The Scheduling Order stated that the “purpose of this
proceeding was to establish long-term pricing policies for combinations of Unbundled Notwork
Lileraents (UNEs). The Scheduling Order stated that the Commission would set recurring and non-
recurriag rates for certain combinations of UNEa, In addition, it stated that the Commissian would
set pricing policies for combinations of UNEs generally. Finally, the Scheduling Order stated that the
Commission would consider, and parties testimony should address, the following issues:

l. How should the recurring and nonrecurring charges for UNEs
- combinations be determined?

2. What are the appropﬁitc fecurting and nonrecurring charges“for the
. following combinations: : .

i DSI Lbop - Txinsport combination
il. 2-wirc analog loop-port combination

3. What other UNE combinations have CLECs requested from BellSouth
and what are the appropristo recurring and nonrecurring charges for these
combinations? o :

The Scheduling Order provided that sny party submitting a cost study was required to
provide comprehensive and complete work papers that fully disclosed and documentad the pracess
underlying the developmeant of each of its economic costs, including the documentation of all -
judgments and mettiods used to establish every specific assumption employed in each cost study. The
Scheduling Order required that the work papers cleady and logically represent all data used in
developing each cost estimate, and be so comprehensive as to allow others initiafly unfamiliar with
the studies to replicate the methodology and calculate equivalent or alternative results using
equivalent or altemative assumptions. The Scheduling Order required that the work papers be
organized in such a manner a5 to clearly jdeafify and document all source data and assumptions,
including investment, expense, and demand data assumptions.
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BellSouth and AT&T filed cost studies in this proceeding. BeliSouth prescated recurring and
non-recuring cost studies which used basically the same methodology adopted by the Commission
in its December 16, 1997 Order in Docket 7061-U. Most, but not all, of the adjustments that were
ordered by the Commission in Docket 7061-U were incorporated into the new studies, AT&T
presented the HAU Model 5.1 (FIAI or Hatfield) for a limited number of the recurring costs and the
AT&T and MCI Non-Recurring Cost Model for a limited nurmber of the non-recurring costs. For
those costs, not covered by its models, AT&T recommended that use BellSouth's cost studies with
modifications.

In hearings commencing July 13, 1999, the Commission heard testimony from wilnesses for

AT&T Communications of the Southern States (AT&T), Inc., BellSouth Telecommuuications, Inc.

(BellSouth), the Competitive Telecommunications Association (Comptel), the United States

Department of Defense and All Other Federal Executive Agencies (collectively referred to as DOD),

' Excel Telecommunicatioas, Inc, (Excel), Intermedia Communications, Inc. (Intermedia), MCI

WorldCom, Inc. (MC1 WorldCom), Sprint Communications Company, L.P. (Sprint), and Qwest

Communications (Qwest). Aficr the conclusion of the hearings, the Commission received closing

briefs from interested parties. In addition to receiving briefs from most of the parties sponsoring

witnesses, the Commission received briefs from the Consumers' Utility Counsel Division (CUCD),
ICG Telecom Group, Iuc. (ICG), and NEXTLINK Georgia, Inc. (NEXTLINK).

As discussed above, on November 5, 1999, the FCC issued its Third Report and Order. On
December 7, 1999, the Commission issued its Order Sctting Briefing Schedule which allowed any
intcrested parties to file briefs addressing the impact of the RCC's Third Report and Order on the
issues in this case. The Commission received Briefs from AT&T, BellSouth, Certain Racilities-Bascd
CLECs (Focal Communications Corp. of Georgia, IOG, Intermedia, and NEXTLINK), CUCD, KMC
Telecom, Inc. and KMC Telecom I, Inc. (KMC), MCI, and Sprint.

C. Jurisdiction

Under the Federal Telecommunications Act of 1996 (Federal Act), State Commissions are
authorized 1o set rates and pricing policies for Interconnection and access 1o unbundled elements. In
addition to its jurisdiction of this matter pursuant to Sections 251 and 252 of the Federal Act, the
Commission also has geoeral authority and jurisdiction over the subject matter of this proceeding,
conferred upon the Commission by Georgia's Telecommunications and Competition Development

Act of 1995 (Georgia Act), 0.C.G.A. §§46-5-160 et seq., and generally 0.C.G.A. §§ 46-1-1 e seq.,
46-2-20, 46-2-21, and 46-2-23.
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1. FINDINGS AND CONCLUSIONS

‘A, U mbinations Generail

Before determining the actual rates for any combinations of unbundled network elements, the
Comymission must address certain underlying issues. In particular, the Commission must determine
the scope of BellSouth's obligation to provide combinations of UNEs and the applicable pricing
standards that apply to combinations of UNEs. : '

1. Rule 319 / Necessary and Impair Standard
In January 1999, the Supreme Court ruled that the FCC did not adequately covsider the
“necessary and impair™ standard in determining which network elements iftcumbent LECs must
-provide to CLECs. As g result, the Supreme Court vacated the FCC’s Rule 319. In the hearings held
before this Commission, BellSouth argued that this Commission should consider the necessary and
impair standard in making its determination. Since the hearing was held, the FCC has completed its
reconsideration of Rule 319 and specified a nation! list of UNEs that ILECS must provide: Loops,
subloops, network interface device (NID), circuit switching’, interoffice transmission facilities,
signaling and call-related databases, and operations support systems (OSS).

For UNEs on the national list, there is no need for this Comsmission to consider the necessary
and impair standard since the FCC already made that detenmination. Indeed, the FCC stated that the
goals of the Act would better be served if network elements are not removed from the national list
on a state-by-state basis, at this time. - The FCC ocder did recognize that state commissions are
authorized to require incumbent LECs to unbundle additional clernents as long as the obligations are
cousistent with the requirements of section 251, Accordingly, this Commission would apply the
necessary and impaic standard to the extent it considered a request to expand the unbundling
requirements under the Federal Act. Since this Commission is not expanding the national list in this
order, there is no need for this Commission to undertake such an analysis, -Some CLECs have
requested that the Commission define the enhanced extended link (EEL) as 2 UNE. Joint
Supplemental Brief of Certain Facilities-Based CLECs, p. 7. The EEL is a8 UNE combination
consisting of a loop, transport and a cross-connect, Like the FCC, the Commission declines to define - -
the EEL itself as a UNE. Third Report and Order, § 478. However, as discussed below, CLECs can
- obtain at UNE rates combinations of UNEs that BellSouth ordinarily combines in its network.

 For circuit switching, the FCC ruled that Incurybent LECs must offer uabundied access ta local cirouit sWitching,

- except for switching used to scrve business vzors with four or more lines in FCC acocss density zoac 1 in the top 50
Metropolitau Stalistical Areas (MSAs), provided that the incambent LEC provides ton-disctiminatory, cost-based

access to (he enbanced extended fink. -
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2._Applicability of FCC Rules to Pricing UNE Combinations

In its First Report and Order, the FCC had required that prices for unbundled network elements
. be developed using the TELRIC methodology. The Eighth Circuit had vacated the FCC’s pricing rules
on the grounds that pricing was outside of the FCC’s jutisdiction and was reserved for the states, The
Supreme Court overturned the Eighth Circuit on this issue, ruling that the FCC had Jugisdiction to design
a pricing methodology that the States must use, Since it had determined that the FCC lacked the
jurisdiction to require a particular pricing methodology, the Bighth Circuit never reached the issue of
whether TELRIC complies with the Act. The Supreme Court remanded this issue back to the Eighth
Ciceuit. The FCC's pricing rules have been reinstated by the Supreme Court and arc currently in effect
pending the Eighth Circuit's review of TELRIC.?

BellSouth had argued in this proceeding that while “the FCC was very specific to establish
pricing rules for the provision of individual UNEs. The FCC did not establish pricing rules to
govern the provision of currently combined UNEs." (Pre-filed Direct Testimony of Varner, p. 24).
‘The Commission disagrees.

The FCC's pricing rules provide;
Rule 51.501 Scope.

() The rules in this subpart apply to the pricing of network elements,
interconnection, and methods of obtaining access to unbuadled
network elements, including physical collocation and virtual
collocation. L o

(b) As used in this subpart, the term “clement” jncludes network elements,
interconnection, and methods of obtaining access to unbundled
elements.

Rule 51.503 General Pricing Standard.

(2) An incumbent LEC shall offer elements to requesting carriers at rates
tecmns and conditions that are just, reasonable and nondiscriminatory.

(b) Anincumbent LEC's rates for each element it offers . . . shall be
established, at the clection of the state commission-
(1).  pursuant to the forward-looking economic cost-based pricing.

_ methodology set forth in §§51.505 and 51.511 of this part; or
(2)  consistent with the proxy ceilings and ranges set forth in -
§51.513 of this part.
(c) The rates that an incumbent LEC assesses for elements shall not vary

2 As discussed below, the portion of the pricing rules which requires goographic deavcraging has beey stayed by he
FCe.
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on the basis of the class of customers served by the requesting carrier,
or on the type of service that the requesting carrier purchasing such
elements uses them to provide.

The rules clearly apply to the pricing of all network elements. Nowherc in the rules does
the FCC imply that they apply only to network elements that are physically separated from other
network elements. The rules do refer to "unbundled* elements; however, the Supreme Court
specifically rejected BellSouth's argument that the term unbundled means physically separated:

Nor are we persuaded by the incumbeats' insistence that the phrase "on an
unbundled basis” in §251(c)(3) means “physically separated.” The dictionary
definition of "unbundled” (and the only definition given, we might add) matches
the FCC's interpretation of the word: "to give separate prices for equipment and
supporting services." Webster's Ninth New Collegiate Dictionary 1283 (1985).

- lowa Board, (Emphasis added).

- Inits Third Report and Order, the FCC made it clear that it considered its pricing rules for
UNEs to be applicable to combinations of UNEs. Third Report and Order §480 and 486, Dased
on the FCC's statements in its Third Report and Order, BellSouth has stated that "[w]hile the ments
of the FCC's pricing rules are cutrently on appeal, BellSouth will provide curreatly combined network
clements at cost-based rates in accordance with the FCC's TELRIC pricing rules.” BellSouth's Brief
on the Impact of the FCC's Third Report and Order, p. 8.

_ The Commission finds that the FCC pricing rules do apply to combinations of network
- elements. : - c

easn fit

The cost model that BeliSouth presented in this proceeding includes the return on equity
which this Commission adopted in Docket 7061-U. Thus, the costs that the model generates includes
as profit a reasonable return on BelISouth's investment. In addition to the costs plus profit generated
by its cost model, however, BellSouth has argued that its rates should include an additional sum,
which it refets to as a "reasonable profit." BellSouth argues that the *reasonable profit" for a 2-wire
analog loop-port combination should be an additional recurring charge of $9.19. For a 4-wire DS1
loop-transport combioation, BellSouth argues that it should be an additional $78.25. While
~ BellSouth's cost models generate costs for other combinations, it has not recommended a rate or an
amount of "reasonable profit" for them. ' :

In Docket 7061-U, the Commission addressed the issue of the meaning of the term
“reasonable profit" as it is used in 47 U.S.C. § 252(dX(1)(B). The Commission stated:
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The Commission does not accept BellSouth's assertion that the “reasonable profit*
referred to in 47 U.S.C. § 252(d)(1)XB) means a profit over and above the cost
including cost of capital. . . . [T]he Commission notes that BellSouth's interpretation
would run counter to established pricing principles that thc reasonable profit is
incorporated within the concept of cost of capital.

Order in Docket 7061-U, p. 24. The Commission hereby reaffirms its finding in Docket 7061.U.

BellSouth argued that the best way to provide for a reasonable profit is to set the price of
currently combined UNEs at the resale rate. BST's Brief, p. 24, While this Commission previously
ruled that UNE combinations that replicate a retail service should be priced as resale, in light of the
court decisions rejecting BellSouth's arguments that UNE combinations are, or should be treated as,
resale, this position is no longer tenable. The Bighth Circuit rejected the ILEC argument that when
& CLEC uses only leased network elements to provide a service that the wholesale rate should apply.
Instead, the Eighth Circuit affirmed the FCC's “all elements” rule, ruling that cven when a CLEC used
only leased cloments to provide service, the elements would be priced at the cost-based rates, not the
wholesale rate. 120 F.3d at 814. The Supreme Court affirmed the Eighth Circuit's holding on the

"all elements" rule. The Supreme Court went even further. When it reinstated Rule 3 15(b), the Court
explicitly recognized that this rule would allow CLECs 1o [ease a complete, preassembled network

at cost-based rates (assuming the list of clements under Rule 319 was not changed). As the Court
stated:

Rule 315(b) forbids an incumbent to separate already-combined

network elements beforc leasing them to a competitor. As they did in the

Court of Appeals, the incumbents object to the effect of this rule when

it is combined with others before us today. TELRIC allows an entrant to
 lease network elements based on forward-looking costs, Rule 319 subjects

virtually all network elements to the uabundling requirement, and the

all-elements rule allows requesting catriers to rely only on the

incumbent's network in providing service. When Rule 315(b) is added to

i an lease picte, O ed network at

these, a competitor car

(allegedly very low) cost-based rates,

The incumbents argue that this result is totally inconsistent with

the 1996 Act. They szy that it not only eviscerates the distinction
between resale and unbundled access, but that it also amounts to
Government-sanctioned regulatory acbitrage, Currently, state laws
require local phone rates to includc a "universal service" subsidy.
Business customers, for whom the cost of service is relatively low, are
charged significantly above cost to subsidize service to rural and
residential customers, for whom the cost of service is relatively high,
Because this universal-service subsidy is built into retail rates, it is
passed on to carriers who enter the marke! Uwough (he resale provision.
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Carriers who purchase network elements at cost, however, avoid the
subsidy altogether and can lure business customers away from incumbents
by offering rates closer to cost. This, of course, would leave the
incumbents holding the bag for universal service,

As was the case for the all-elements rule, our remand of Rule 319

may render the incumbents' concern on this score academic. Moreover,
§254 requires that universal-service subsidies be phased out, so
whatever possibility of arbitrage remains will be only temporary. In any
event, we cannot say that Rule 315(b) unreasonably interprets the
statute.

Iowa Board, (Emphasis added).

While BellSouth proposed scveral other altemative theories which it claimed could be used
to calculate its proposcd "reasonable profit" of $9.19, no such calculation appears in the record.
BeliSouth merely makes a conclusory statement as to what its rcasonable profit should be without
any showing of how it arrived at the number. In addition, as discussed in the prior section, the ECC's
UNE pricing tules apply to UNE combinations. BellSouth's *reasonable profit" proposals are
contrary to FCC rules that prohibit the consideration of certain factors when setting rates:

§ 51.505(d) Factors that may not be considered. The following factors shall not be

considered in 2 calculation of the forward-looking economic cost of an element:

(1) Embedded costs. Fmbedded costs are the costs that the incumbent LEC incurred
in the past and that are recorded in the incumbent LEC's book of accounts.

(2) Retail costs. Retail costs include the costs of marketing, billing, collection, and
other costs associated with offering recail tclccommunications services to
subscribers who are not telecommunications carriers, described in § 51.609 of
this part. - '

(3) Opportunity costs. Opportunity costs include revenues that the incumbent LEC

: would have received for the sale of telecommunications services, in the absence
of competition from telecommunications carrier that purchase elements.

(4) Revenues to subsidire other services. Revenues to subsidize otber services
include revenues associsted with- elements or telecommunications gervice
offerings other than the element for which a rate is being established.

Based on the above, the Commission rejects BellSouth's so-called reasonable profit
adjustment. ' " o : :

- 4,_Currcntly Combines

FCC Rule 315 addressed combinations of unbundled network elements. Rule 31 5(b)
provides:
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Except upon request, an incumbent LEC shall not separate requested network clements
that the incumbent curreatly combines.

Emphasis added. BellSouth has interpreted the term “currently combioes” as “currently combined."
BellSouth defines the term to mean those elements "that are physically in a combined state as of the
time the CLEC requests them and which can be converted to UNEs on a 'switch as is' or 'switch with
changes' basis. . . . Currently combined clements only include loops, ports, transport or other
clements that are currently installed for the existing customer that the CLEC wishes to serve.”

BellSouth's Posthearing Brief, p. 9. The CLECs bave interpreted the term to mean elements that are
typically combined in the ILECs nctwork, even if the particular clements being ordered are not
actually combined at the time the order is placed. ’ :

When the Supreme Court reinstated Rule 315(b), it stated its understanding of the intent
of the rule; .

The reality is that §251(c)(3) is ambiguous on whether leased
network elements may or must be separated, and the rule the Commission
has prescribed is entirely rational, finding its basis in §251(c)(3)'s

- nondiscrimination requirement. As the Commission explains, it is aimed
at preventing incumbent LECs from "disconnect{ing] previously connected
elements, over the objection of the requesting cartier, not for any ‘
produstive reason, but just to impose wasteful reconnection costs on new
entrants.” Reply Brief for Federal Petitioners 23. It is true that Rule
315(b) could allow entrants access to an entire preassembled network. In
the absence of Rule 315(b), however, incumbents could impose wasteful
costs on even those carriers who tequested less than the whole network.
It is well within the bounds of the reasonable for the Commission to opt
in favor of ensuring against an anticompetitive practice.

lowa Board.

It appears clear that the Supreme Court belicved that at least one major purpose of Rule
315(b) was 10 prevent the incumbent from ripping apart elements which were already connected to
cach other. The Commission agrees that at the very least, Rule 315(b) requires BellSouth to provide
combinations of elements that are already physically connected to cach other regardless of whether
they are currently being used to servé a patticular cusiomer. The Supreme Court, however, did not
state that it was reinstating Rule 315(b) only to the extent it prohibited incumbents from ripping apart
elements currently physically connected to each ather. Tt reinstated Rule 3 15(b) in its entirety, and
it did o based on its interpretation of the nondiscimination language of Scction 251(c)(3). Sec Third
Report and Order, 7§ 481 and 482,
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Indeed, the Ninth Circuit Court of Appeals has recently ruled that it "necessarily follows
from AT&T that requiring [the ILEC] to combine unbundled network elements is not inconsistent
with the Act . . . the Act does not say or imply that network clements may only be leased in
discrote parts.” U.S. West Communications v. MFS Intelenet, Inc, 1999 WL 799082, *7 (3" Cir.
Oct. 9, 1999). Inresponse to U.S. West's argument that the Eighth Circuit's invalidation of FCC
Rules 315(c)(f) required the Ninth Circuit to conclude that a state commission's order requiring
an ILEC to provide combinations violates the Act, the Ninth Circuit stated:

The Supreme Court opinion . . . undermined the Eighth Circuit's rationale for
invalidating this regulation. Altbough the Supreme Court did not directly review
the Eighth Circuit's invalidation of § 51.3 15(c)-(f), its interpretation of 47 U.S.C. §
251(c)(3) demonstrates that the Eighth Circuit erred when it concluded that the
regulation was inconsistent with the Act. We pust follow the Supreme Court's
reading of the Act despite the Eighth Circuit's prior invalidation of the vearly

- identical FCC regulation,

- 1d.

Rule 315(b), by its own terms, applies to elements that the incumbent "currently combines, "
not merely clements which are “currently combined.* In the FCC's First Report and Order, the FCC
stated that the proper reading of "currently combines” is "ordinarily combined within their network,
in the manner which they arc typically combined." First Report and Order, §296. Tn its Third Report
and Order, the FCC stated that it was declining to address this argument at this time because the
matter is currently pending before the Eighth Circuit. Third Report and Order, § 4792 Accordingly,
the only FCC interpretation of "currently cormbines" remains the literal one contained in the First
Report and Order. The Commission finds that “currently combines” means ordinarily combined
within the BellSouth network, in the manner which they are typically combined.* Thus, CLECs can
order combinations of typically combined elements, even if the pasticular elements being ordered arc
not aclually physically connected at the time the order is placed. However, in the eveat that the
Eighth Circuit Court of Appeals determines that ILECs have no legal obligation to combine UNEs
under the Federal Act, the Commission will reevaluate its decision on this issue. The Commission
further finds that the particular loop/port and loop/transport combinations at issue jn this case are

3 While thc FCC declined to address this argument again in it Third Report and Order, significantly the FCC did not
divavow tic position it took in the Fitst Report and Order. BeliSouth argues tha (e FCC made clear that ‘cusreutly
combined' clements ate those elements phiysically combined as of the time fhe CLEC roquests them and which can be
couverted to UNEs on a ‘switch as ' oc ‘switch with changes basis * BellSouth's Bricf oa Impact of Third Report and
Order, p. 5. The FCC, however, was no¢ stating that Roke $1-315(b) is limited only 1o currently combined elements.

- Iustend, the FCC was stating tat since, at the keast, Rule 51-315(b) includes currently combined elements, aud since:
when & CLEC purchases special access the elements arc currcatly combined, that even nader tlie more restrictive
“eucrently combined" intepretation, CLECSs would be able to convert special acccss to loop-tragsport combiantions at
UNE rates. Third Reporst and Order § 430. .

4 BeliSouth's argumcnt that the cost studies it presented in this matter are based on its definition of “currently
combined" js discussed below jn Section ILB.4, below.
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ordinarily combined in BellSouth's nietwork.

Based on the I'CC's Third Report and Order, even if this Commission were to limit the
definition of “currently combines® to the more restrictive “currently combined" interpretation, CLECs
would still be able to obtain and use the same UNE combinations. The process of obtaining them
would be more cumbersome, however, and would serve no purpose except to complicate the ordering
process and impede compstition. According to the FCC, CLECs can purchase services such as
special access and resale even when the network elements supporting the underlying service are not
physically connected at the time the service is ordered. At the point when the CLEC begins to receive
such service, the underlying network elements are necessarily physically connected. The CLECs can
then obtain such cucrently corbined network clements as UNE combinations at UNE prices. Third
Report and Order, 9y 480, 486. The Commission finds that even assuming arguendo that "currently
combines” means “currently combined,” rather than go through the circuitous process of requiring
the CLEC to submit two orders (e.¢., one for special access followed by another to convert the
special access to UNESs) to receive the UNE combination, the process should be streamlined to allows
CLECs to place only one arder for the UNE combination. ~ o

5. BellSouth's Pr Restrictions

BellSouth had proposed in its testimony in this matter numerous restrictions on the use of
+ UNE combinations. These proposed restrictions included:

- Combinations would be avsilable for only two years, beginning only afier
~ BellSouth obtains Section 271 approval; '

- Customers must be in service for six months before they may be served through a
UNE combination; ’ .
- Combinations would only be available in the areas defined by BellSouth rate
: groups 2 and §; : :

- Loop/Transport combinations must terminate on a CLEC circuit-switched, local
voice switch; : :

- Loop/Transport combinations can only be used to provide local voice switched

- Loop/Transport combinations cannot be used by the entrant to' provide special
access service; and, : .

BellSouth’s justiﬁcaiion for proposing these restrictions was that they were necessary to
create "the appropriate economic incentives.* BellSouth's Posthearing Brief, p. 27. BellSouth also
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stated that the restrictions were necessary "to cnsure that the use of combinatioas does not stifle the
growth of competition." Id. at 31.

" As previously discussed, BellSouth is requited by the Federal Act and the FCC's rules to
allow CLECs to purchasc combinations of UNEs. Further, the nondiscriminatory provisions of the
Federal Act and the FCC's rules are applicable 10 such combinations. With a limited cxception
discussed below, BellSouth's proposed restrictions would violate the Federal Act and the FCC's rules.

Section 251(c)(3) of the Act establishes:

The duty to provide, to any requesting teleconununications carrier for the provision
of telecommunications service, pondiscriminatory access to network elements,

Emphasis Added. More specifically, FCC Rule 51,309(a) provides;

An iocumbent LEC shall not impose limiations. restrictions or requirements on
requests for, or the use of unbundled network elements that would impair the ability

of a requesting telecoramunications carrier to offer a telecommunications service in
the manner the requesting telecommunications carriet intends.

Emphasis added. Accordingly, except as discussed below, the.Commission rejects BellSouth's
- proposed restrictions on the use of UNE combinations. :

One of BellSouth's proposed restrictions was that Loop/Transport combinations cannot be
used by the entrant to provide special access service. On November 24, 1999, the FCC issued a
Supplemental Order to its Third Report and Order. In this Supplemental Order, the FCC modified
its conclusion in paragraph 486 of the Third Report and Order to now allow incumbent LECs to
constrain the use of combinations of unbundied loops and transport network elements as a substitute
for special access service. Supplemental Order, 4. IXCs may not convert special access services
to combinations of unbundled loops and transport network elements, whether or not the IXCs self- -
provide entrance facilitics, unless the IXC uses the combination "to provide a significant amount of
local exchange service, in addition to exchange access service, to a particular customer.” Id. atys.
Accordingly, the Commission finds that in order for a CLECs to use a loop/transport combination
to provide gpecial acoess service, the CLEC must provide a significant amount of local exchange
service over the combination. Such CLECS must “self-certify that they are providing a significant
amount of local exchange service over combinations of unbundled loops and transport network
clements” io order to convert special access facilities to UNE pricing. Id. at footnote 9. The FCC
did not find it to be necessary for ILECs and requesting carriers to undestake auditing processes to
monitor whether requesting cartiers are using UNEs solely to provide exchange access service. |d.
- The Commission finds that -BellSouth shall not make auditing a precondition to converting special
access to UNES; thus the conversion of facilities will not be delayed. The Commission finds,
bhoweves, that BellSouth shall be allowcd to audit CLEC records in order to verify the type of traffic
being transmitted over EELs. I, based on its audits, BellSouth concludes that a CLEC is not
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providing a significant amount of loca] exchange traffic over the facilities, BellSouth may file a
complaint with this Commission.

6. Commercial Agreements

BellSouth has stated that it is willing to make certain UNE combinations available to CLECs
through "Commercial Agreements.* BellSouth claims that these commercial agreements are not

252(c)(1). For negatiated agreements, the primary purpose of this requirement is so that the
Commission can insure that the agreement does not “discriminate against a telecommunicatiops
carricr not a party to the agrecment” and to insure that “implementation of the agreement [is
consistent] with the public interest.” Section 252(e}(2)(2)(i) and (ii). Obviously, the Commission
cannot fulfill its obligations if it cannot even look at the agreements.” Accordingly, the Commission
finds that BellSouth's commercial agreements are subject to Commission review and approval,

B. Cost Stugx'Mghodolgﬂ and Major Assamptions

MCI Non-Recucring Cost Mode! for a limnited number of the von-recurring costs. For those costs
not covered by its models, AT&T recommended that use BellSouth's cost studies with modifications.
Other parties to this proceeding have recommeaded that the Commission make various adjustments.
to the proffered models, ' '

5 Cerlainly, BellSouth cagriot seriously suggest that e Commissiou simply ignore allegatioas thar BellSouth is giving
morc favorablc rates to CLECs that agree not to invest in facilities in Geargia than fo those that da iavest {n Georgia.
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1. Openness and Documettation

The Scheduling Order provided that any party submitting a cost study was required to
provide comprehensive and complete work papers that fully disclosed and documented the process
underlying the development of each of its economic costs, including the documentation of all
judgments and methods used to establish every specific assumption employed in each cost study. The
Scheduling Order required that the work papers clearly and logicslly represent all data uscd in
developing each cost estimate, and be 8o comprehensive as to allow others initially unfamiliar with
the studies to replicate the methodology and calculate equivalent or alternative results using
equivalent or alternative assumptions. The Scheduling Order required that the work papers be
organized in such a marnuer as to clearly identify and document all source data and assumptions,
including investment, expense, and demand data assumptions.

BellSouth contends that AT&T has failed to support the basic underpinnings of the HAI
Model and has failed to submit the documentation required by the Scheduling Order. BellSouth's
-Posthearing Brief, pp. 40- 42.

PNR and Associates (PNR) generated data for AT&T that was used to create inputs to the
HALI cost proxy model for AT&T. In essence, when customers cannot be located by a mailing
address (e.g., a customer has & rural P.O. Box), PNR uses mathematical processes to place the
customers in surrogate locations. The customers are grouped into “clusters.” This grouping process
 is considered by PNR to be a proprictary process. The clusters are then reconfigured to "serving
areas.” This process is also considered to be proprietary.

These processes are relevant to the Hatfield model because Hatfield builds its hypothetical
nctwork to these "serving areas.” Since loop length is a major cost driver, the distribution of
customers can greatly affect the costs generate by a model. BellSouth sought access to the PNR
processes and data to dotermine whether the model designs these secving areas in a way that reflects
the way customers are actually distributed and, if it does nol, whether this results in an
understatement of the costs. As BellSouth lias stated, however, "AT&T has not produced a single
document, study, or report that in any way validates or verifics the geocoding and clustering work
performed by PNR for putposes of Hatfield version 5.1, even though AT&T was specifically
requested to do so by BellSouth.” BellSouth's Posthearing Bricf, pp. 40-41.

AT&T, not BellSouth, must carry the burden of proof in regards to the HAI model. Ii is
AT&T's responsibility to demonstrate to this Commission that its model produces costs in a well-
reasoned way based on data shown to be relisble. See Docket 5825-U, Jamuary 20, 2000 Order. As
the Commission's Order in Docket 7061-U demonstrated, when adopting a cost model, the
Commission must weigh various competing factors, including, but not limited to, openness. Order
in Docket No. 7061, p. 16. The Commission finds that AT&T has not adequately supported the basic -
underpinnings of the Hatfield Model in this proceeding. The Commission finds that while some of
the principles used in constructing the Hatfield model are useful to consider in evaluating and in
making adjnstments to BellSouth's model, the HatfieJd model itself has not been demonstrated to be
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a celiable method for computing the cost-based rates.

2. Conformance with TELRIC

CLECs have alleged that because the BellSouth models are premised on an assumption of the
existing network configuration, while the FCC's pricing rules rcquire the use of a *scorched node"
network configuration, that the Commission should not use the BellSouth models. The Commission's
options in this matter are limited to accepting or adjusting the competing models presented to it Ag
discussed in the prior section, from the standpoint of documentation in the record, AT&T's netwack
canfiguration is essentially pufled out of thin air. Ta contrast, BellSouth's network configuration has
verifiable underpinnings that bave an objective basis. The Commission has previously approved the
use of this model and has found it to be reliable, consistent, and accurate in computing forward-
looking costs. The Commission finds that the costs generated by the BellSouth models, with the
proper modifications and inputs, best reflect the forward-looking costs of UNE Combinations,

In addition, because HAL Model 5,1 and the AT&T and MCI Non-Recurring Cost Model
only produce costs for a limited number of UNEs, even if the Commission were to approve the use
of such models, the Commission would still have to use the BellSouth models for the remaining
elements. Even without the opetiness problem discussed above, the Commission would not be
inclined to use two completely different sets of methodologies to compute the costs of differcat UNE.

Most importantly, however, after revicwing the costs generated by the various models using
different sets of inputs, the Commission is of the opinion that the decisions most effecting the costs
generated are the inputs and adjustments used, rather than the choice of the basic modc| itself. As
AT&T demonstrated, when BellSouth's recurting cost mode] is modified to include AT&T's proposed
inputs, the cost gencrated for.a 2-wire analog loop/port UNE combination, $11.94, is virtually
identical to the HAI cost of $11.75. AT&T's Post hearing Brief, p. 19. Regardless of which model
thc Commission selected, the Commission would need to adjust the model and modify the inputs. The
Commission has sclected 1o use the BellSouth model and has made adjustments which reduce the
costs generated by that model. Howevetg evea if the Commission were to choose the HAl model,
it could not do so without modifications.® It appears that, after all the necessary adjustments were
made, the costs ultimately produced by either model to would be very similar. -

Some parties in this proceeding have recommended that the Commission geographically
deaverage UNE rates. See DOD Brief, Pp. 3-10. In Docket No. 7061-U, the Commission found that
it should not implement geographical deaveraging uniil it addressed universal service. At the time
the Order ia Docket 7063-U was issued, Rule 51,507, which required geographic deaveraging, had
been stayed by the Eighth Circuit, While the Supreme Court's Iowa decision resulted in reinstating

6 For example, while the Conimission finds that the BellSouth node] does not usc cuough IDLC, the HA model's use
of 100% GR-~303 IDLC is also inappropriate.
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the FCC's pricing rules, the FCC itself subsequently stayed Rule 507, Since Rule 507 is stayed until
this spring, the Commission currently has no obligation to set deaveraged UNE rates. ‘The
Commission intends to deaverage UNE rates at the appropriate time.

4. Nonrecucring Costs

Nonrecurring costs are one-time charges associated with UNEs. For example, costs
associated primarily with the ordering and provisioning of UNEs are reflected a8 nonrecurring charges
for such elements. In Docket 7061-U, the Commission approved the use of BellSouth's non-recurring
cost model, subject to certain modifications. The Commission finds that the non-recurving costs
gencrated by the BellSouth models best reflect the appropriate cost-based non-recurring charges,
The key assumptions underlying the AT&T nontecurring model are flawed; thus, the costs generated
by that model are suspect. For example, the model assumes that BellSouth's cutrent OSS can be
trausformed to permit a fallout rate of only 2 percent, even though BellSouth has not achieved that
kind of flowthrough for its own orders. Further, it assumes that not a single CLEC order will require
manual handfing by BellSouth due to CLEC error. Finally, it is not consistent with the HAI model.
Post-hearing Brief of BellSouth, pp. 42-45.

BellSouth has stated that its cost studies presented in this matter are based on its definition
of “currently combined." Direct Testimony of Mr, Vamer, p, 10; Direct Testimony of Ms, Caldwell,
pp. 8, and 12-14. MCI WorldCom argued that the results of the BellSouth cost studies are not a
cesult of the application of BellSouth's definition of currently combined; instead, they are the result
of no longer assuming that elements must be physically separated and recombined in a collocation
space. See Rebuttal Testimony of Mr. Wood, pp. 15-17. The Commission finds that BellSouth's
recurring cast models are not impacted by BellSouth's definition of currently combined; and, as
discussed elscwhere in this order, the Commission finds that, subject to certain modifications, the-
recurring rate for UNE combinations should be set using Bel{South's model. The Commission also
finds that BellSouth's non-recurring cost modele should be uscd to set the nonrecurring costs for
those UNE combinations where the UNESs are currently in place. However, the non-recurring costs
generated by BellSouth's model may be inappcopriate for those UNE combinations where the
elements are not, in fact, currently in place. The Commission finds, on an interim basis, that for those
UNE combinations where the elements are not curreatly in place, the nonrecurring chacgc for such
UNE combinations shall be the sum of the stand-alone NRCs of the UNEs which make up the
combination. These intetim rates shall be subject to true-up. Within 45 days of the date of this order,
BellSouth shall file a cost study for nonrecurring charges for such new UNE combinations. - The
Commission shall conduct a review of the cost study. -
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C. Input Assumptions
1. Inputs Set in Docket No. 7061-U.

In Docket 7061-U, the Commission adopted a pricing methodology and resulting cost-based
rates for the unbundling of BellSouth's network elements. As part of that proceeding, the
Cormission made several findings regarding the appropriate model inputs to be used in determining
UNE rates. The Commission has taken judicial notice of the administrative record in Dockct 7061-U
during the hearing in this matter. Tr. 1019, . . '

Many of the model inputs that the Commission adopted in Dacket 7061-U have alrcady been
incorporated into the model that BeflSouth has filed in this proceeding. For example, BcllSouth has
used the Comntission approved rate of retum and the plant lives and depreciation rates as prescribed
by the FCC for BellSouth's operations in Georgia. The Commission finds that, except as otherwise
specified in this order, all input adjustments to the BellSouth mode! which the Commission made ia
Docket 7061-U shall be approved for purposes of this proceeding and shall be properly incorporated
into BellSouth's model. ‘

2. Loop Sample and the inclusion of ESSX

I Docket 7061-U, the Commission recognized that the length of loops and their types of
construction arc major cost drivers. Order in Docket 7061-U, p. 34. Thus, the Commission rejected
BellSouth's omission of shorter business-type loops, including ESSX, because exclusion of these
shorter loops would result in an overstatemeat of loop costs. Order in Docket 7061-U, pp. 36-37,

In the cost study filed in this case, BellSouth incorporated PBX trunks in its loop sample, but did not
incorporate ESSX Service loops. Tr. at 431. AT&T and MCI argue that the ESSX loops should be
included. The Commission agrees that ESSX should be included in the loop sample. BellSouth
currently combines the loop and port used to provide ESSX servioe and this UNE combination should
be available for use by the CLEC to provide the customer with local service. Rebuttal Testimony of
Mr. Don Wood, pp. 24-25,

: Including ESSX loops results in two adjustments to the TELRIC Calculator. - Adding in the

ESSX loops results in a reduction of the average cost of business loops since BSSX loops tend to be
shorter. Adding in the ESSX loops slso increases the total number of business loops by 367,997
(Docket 7061-U, BeliSouth's response to StafPs Third Data Reqizest, Item No. STF-3 -S), thus
increasing the proportion of business loops to total loops. Since business loops are cheaper than
residential loops, as the percentage of business loops increases, the average loop cost decreases. The
Commission finds that adding ESSX loops requires moadifying BellSouth's model to reflect 68%
residential loops and 32% business loops. This adjustment would rcsult in a $0.55 decrease to the
2-wire loop/port UNE combination price.
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3. Integrated Digital Loop Carrier (IDLCYGR-303 IDLC

BellSouth's model assumes that 49% of digital Joop carrier (DLC) loops are served by 1DLC.
AT&T and MCI argue that BellSouth's model should be adjusted so that all DL.C loops are served
by IDLC. BellSouth counters by arguing that an assumption of 100% IDLC ignores the realities of
network design since BellSouth states that it will continue to deploy universal DLC ia its network
for the foreseeable future. Tr. 346. While the Commission agrees that an assumption of 100% IDLC
ignores the realitics of network design, the Commission finds that the percentage of IDI.C currently
assuned by BellSouth is not forward-looking. The Commission finds that BellSouth's model should
be adjusted to reflect 98% IDLC. This adjustment would result in a $0.71 decrease to the 2-wire
loop/port UNE combination price.

AT&T also advocates that BellSouth's cost studies be adjusted so as to assume GR-303 for
all IDLC loops. BellSouth states that currently less than 1% of its access lincs are served by GR-303,
while 997 are served on TR-008. BeliSouth states that it still deploys TR-008 in its network and will
continue to do so throughout the study period. Tr. 2t 336. Bellcore cstimated that, in 1997, 16%
of BellSouth's lines were GR303 capabic digital loop carriers. Tr. 372. BellSouth's mode] assumes
0% GR-303. While GR-303 is the forward-Jookiug technology, the Commission finds that the
replacement of TR-008 will be too gradual to warrant modifying BellSouth cost study to assurne
100% GR-303 at this time. On the other hand, since GR-303 is already being deployed on a limited
basis by BellSouth and is the forward-looking technology, 0% is also inappropriate, Based on its
review of the evidence, the Commission finds that BellSouth's model should be modified to reflect
20% ?R—303, This would result in a $0.18 decrease 1o the 2-wire loop/port UNE combination
ptice.

4._Rate Design for Switch Features (Vertical Features)

In Commission Docket 7061-U, the Commission reaffirmed its earfier decision in the AT&T-
BellSouth arbitration (Docket No, 6801-U), that there should be no additional, separate charges for -
switch features. The Commission found "that switch vertical features should not be priced separately
as individual elements, but should instead be incorporated within the unbundled switch pon element."
Docket 7061-U, Order, p. 39. The Commission noticed this proceeding to determine pricing for
UNE combinatiops, not to revisit its decision on vertical features. In any event, the Commission finds
no reason to change its prior decision on this matter. Accordingly. the Cormission does not approve
BellSouth's proposed additional costs for switch features. This would result in a $4.28 decrease to
the 2-wire Joop/port UNE combination price.

7 AT&T lad proposed an sdjustment to the TELRIC Cajoulator (0 meke up for the fack of using GR-303 i nwltiplkexer
inputs. Scc Robuital of Dottovan, pp. 21-22. The adjystnent, which assumes 100% GR-303, resulted in & roduction in
Use pricc of $0.91. Based on AT&T's reasoning, an assumption of 20% GR-303 results i » reduction of $0.18 (0.20 x
0.91 -- 0.18).
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D. Raztes For Combinations of Network Elements
1. Electronic versus Manual Orders

BellSouth has proposed different non-recutring chacges for electronic orders versus manual
orders. It does not appear that any party has objected to separately pricing orders based on the type
of order. More importantly, the Commission finds that manual orders are more expensive for
BellSouth to process than electronic orders. Accordingly, the Commission approves BellSouth's
proposal to price manual orders and electronic orders separately.

2. - Pricing of Specific UNE Combinationg

Based on the adjustmems‘dismssed above, the Commission hereby approves the recurring
and non-recusring rates for certain combinations of UNEs.

a._2-wire {oop/port UNE combination,

The Corumission has made the following adjustments to BellSouth's proposed rate for the 2-
wire loop/port UNE combination:

().  FEliminate Reasonable Profit Additive $9.19
().  Eliminate Vertical Feature Additive . $4.28 .
(iii). - Adjust for addition of ESSX loops $0.55
(iv).  Adjust for use of 98% IDLC $0.71 .
(v).  Adjust for use of 20% GR-303 $0.18

These adjustments result in a total recurring cost for 2-wire loop/port combination of $14.34. -
As discussed above, this combination (sorsetimes referred to as UNE-Platform or UNE-P) shall be
available statewide and shall not be subject to the restrictions propased by BellSouth in this matter.

As discussed above, the Commission finds that BelfSouth's non-recurring cost model should
be used to set the nonrecurring costs for those UNE combinations where the UNEs are currently in
place. Accordingly, the nonrecurring cost for an existing 2-wire loop/port combination is $2.01 when
ordered electromically. The non-recurring charges for additional orders and for manual orders for
existing 2-wire loop/port combinations are set forth in Attachment A hereto.

The non-recurring costs generated by Bell South's model may be inappropriate for those UNE-
P combinations where the clemeants are not, in fact, currcodly in place. The Cornvission finds, on an
interim basis, that for those UNE-P combinations where the elements are not currently in place, the
nonrecurting charge for such UNE combinations shall be the sum of the stand-alone NRCs of the
UNEs which make up the combination. These interim rates shall be subject to true-up. Within 45
days of the date of this order, BellSouth shall filc a cost study for nonrecurring charges for such UNE
combination. The Commission shall conduct a review of the cost study.
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b. Loop/Transport Combinations.

BellSouth computed recurring and non-recurring costs for various foop/transport
combinations:

2-wire voice grade extended loop with DS1 Dedicated Interoffice Transport;

4-wire voice grade extended loop with DS1 Dedicated Interoffice Transport;

4-wire 56 or 64 kbps extended digital loop with Dedicated DS1 Interoffice Transport;
Extended 2-wire VG Dedicated Local Channel with Dedicated DS1 Interoffice Transport;
Extended 4-wire VG Dedicated Local Channel with Dedicated DS1 Interoffice Transport;
Extended 4-wire DS1 Digital Loop with Dedicated DS] Interoffice Transport;

Extended 4-wire DS1 Digital Loop with Dedicated DS3 Interoffice Transport; and,
Extended DS] Dedicated Local Channel with Dedjcated DS3 Interoffice Transport.

As discussed M, BellSouth had proposed a “reasonable profit* additive of $78.25 for the 4-wire
DS1 loop-transport combination, which the Commission has disallowed. :

The Commission finds that BellSouth shall provide these loop/transport combinations to
CLECGs. These combinations shall be availsble statewide and shall not be subject to the restrictions
proposed by BellSouth in this matter except as specifically set forth in this order. The recurring rates
for such combinations, whether currently in place or new, are set forth in Attachment A. BellSouth's
non-recutring cost madels should be used to set the nonrecurring costs for those loop/transport
combivations where the UNEs are curreatly in place. These non-recurring charges are set forth in
Attachment A hereto.

On an interim basis, for those loop/transport combinations where the elements are not
currently in place, the nonrecurring charge for such UNE combinations shall be the sum of the stand-
alone NRCs of the UNEs which make up the combination. These interim rates shall be subject to
true-up. Within 45 days of the date of thjs order, BellSouth shall file a cost study for nonrecurring
charges for such new loop/transport combinations, The Commission shall conduct a review of the
cost study. :

3. Pricing of UNE Combinations Not Costed [n This Proceeding

- To the extent that CLECs seck to obtain other combinations of UNEs that BellSouth
ordinarily combincs in its network which bave not been specifically priced by this Commission when
purchased jn combined form, the Commission finds that the CLEC can purchase such UNE
combinations at the sum of the stand-alone prices of the UNEs which make up the combination. If
the CLEC is dissatisfied with using the sum of the stand-alone rates, the CLEC is free to pursue the
bona fidc request process with BeflSouth (o seek a different rate.
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II. CONCLUSION AND ORDERING PARAGRAPHS

The Commission finds and concludes that the rates, terms and conditions as discussed in the
preceding sections of this Order should be adopted for the interconnection with and unbundling of
BellSouth’s telecommunications services in Georgia, pursuant to Sections 251 and 252 of the
Telecommunications Act of 1996 and Georgia's Telecommunications and Corpetition Development
Act of 1995,

WHEREFORE IT IS ORDERED, that all findings, conclusions, statements, and directives
made by the Commission and contaitied in the foregoing sections of this Order are hereby adopted
as findings of fact, conclusions of law, statements of regulatory policy, and orders of this
Commission.

ORDERED FURTHER, the cost-based rates detecmined by the Commission in this Order
are established as the ratcs for BellSouth's unbundled network elements. BellSouth shall submit such
compliance filings as are ncoessaty to reflect and imploment the rates and policies established by this
Order. BellSouth shall file a revised Statement of Generally Available Terms and Conditions
(SGAT) reflecting and implementing the rates and policies established by this Order and reflecting
the unbundling requirements of the FCC's Third Report and Ocder within thirty (30) days of the date
of this Order. .

ORDERED FURTHER, that, as set forth in the body of this Order, BellSouth shall file the
cost studies for those loop/port and loop/transport combinations that are not currently in place within
45 days of the date of this Order.

ORDERED FURTHER, the Commission shall reevaluate the availability of UNEs every
three years in & manper consistent with the Third Report and Order.

ORDERED FURTHER, that if the Eighth Circuit Court of Appeals determines that ILECs
bave go legal obligation to combine UNLis under the Federal Act, the Commission will reevaluate its
docision with regard to the requirement thar BellSouth provide combinations of typically combined
clements where the pacticular elemenits being ordered are not actually physically connocted at the time
the order is placed. Further, this docket shall remain open in the event the FCC’s rules are modifi
to mandate different requircments for Enhanced Extended Links. -

OR®ERED FURTHER, that a motion for reconsideration, rehearing, or oral argument or
any other motion shall not stay the cffective date of this Order, unless otherwise ordered by the
Commission.

ORDERED FURTHER, that jurisdiction over these matters is expressly retained for the
purposc of entering such further Ocder or Orders as this Commission may deem just and proper.
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The above by action of thc Commission in Administrative Session on the st day of Febiuary,

Uclen O'Leary Bob Durdea
Executive Secretary Chairman

O SOLrD HiloD

2000.
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